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PORTUGAL: __ ECONOMIC INDICATORS 


Exchange Rate: 1984 1985 1986 (4) % Change 
U.S.$1.00 = Escudos (146.391) (170.395) (149.587) ('85-'86) 


INCOME, PRODUCTION, EMPLOYMENT (D) (Billions of Escudos) 


GDP at current market prices 3,525 4,343 
Real GDP growth (percent) ‘ was 4.0 
Consumption 2,880 3,444 
Gross Investment 767 932 
Industrial Production Index(c) 

(1980=100; annual average) 118 132 
Resident population (millions) , 9.67 9 
Labor force (millions) ‘ 4,55 4 
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Employed (millions) é 4.05 ‘ 
Unemployment (rate) ‘ 10.9 
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MONEY AND PRICES (Billions of Escudos) 


CPI (annual rr : 639.6 714.3 
Money supply, M2+(d) 4,179 4,948 
Total credit 5,205 5,865 

Domestic 4,148 5,040 

Foreign 1,057 825 
Interest rates 

Central Bank, discount ‘ 19.0 

Loans (90 - 180 days) é Zane 

Deposits (180 - 1 year) F 20.0 


BALANCE OF PAYMENTS AND TRADE (Millions of US Dollars) 


Gold and Foreign Exch. Reserves(e) 7,477 6,491 

of which, Gold 5,156 $337 

Foreign Debt 16,566 16,700 

Debt Service (annual) seore Syf2e 

Current account 411 1,350 

Imports, FOB 7,139 8,853 

US share 700 600 

Exports, FOB 5,680 7,295 

US share 457 530 600 

Tourism (net) 728 902 1,400 

Remittances 2,118 2,770 
Basic Balance 718 
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Sources: National Institute of Statistics and Bank of Portugal 


Footnotes: (a) Data for 1986 represent preliminary estimates by Portuguese government, 
or where unavailable, by the Embassy. The increase in current GDP reflects a GDP 
deflator of 18.4 percent as a result of improvement in Portuguese terms of trade; (b) 
Data refer to Continental Portugal only; (c) Data through September 1986; (d) Net of 
Treasury Bills, which were issued beginning in August 1985; (e) Official valuation, 
U.S. $254.92 per troy ounce, as of 5/10/80 





SUMMARY 


Portugal's economic recovery, which started in mid-1985 after two years of 
recession, continued in 1986 with growth estimated at four percent. This 
performance occurred in the context of a stable political environment. Prospects 
for 1987 appear favorable with growth projected to reach four percent. 


Largely due to favorable international economic conditions, the balance of payments 
improved considerably for the fourth year in a row, with a current account surplus 
estimated at $1.35 billion. In dollars, exports grew by 28 percent and imports 
grew by 24 percent, raising the import coverage ratio to 82 percent. The current 
account surplus was partly used to reduce the foreign debt, although its stock 
value increased by almost one percent in 1986 due to dollar depreciation. Due to 
expected increased import levels, a $600 million current account surplus is 
forecast for 1987. 


The improved international economic environment and the introduction of VAT caused 
1986 budget performance to be better than expected, with the deficit estimated at 
about nine percent of GDP, in contrast to the ll percent projected level. The 1987 
budget deficit is also projected to be nine percent of GDP. Inflation continued to 
decline in 1986, averaging 11.7 percent for the year. The Portuguese Government 
hopes to lower the rate to nine percent in 1987, holding real wages to three 
percent, restricting consumption to the extent possible, and maintaining high real 
interest rates to restrain credit demand. Unemployment also dropped to 9.6 percent 
during the second half of 1986. 


Recent positive developments mask structural difficulties that must be overcome for 
long term economic growth to occur. Reform of Portugal's extensive public and 
backward agricultural sectors are top priorities to put the country on a sounder 
economic footing. While favorable international conditions are expected to provide 
a cushion for the Portuguese Government's 1987 strategy of promoting investment-led 
growth, tighter curbs on domestic demand may well be necessary to prevent 
Significant deterioration of both the internal and external accounts. 


Although continued strong domestic import demand and likely continued dollar 
weakness augurs favorably for increased U.S. exports, U.S. producers will face a 
challenge selling in the Portuguese market, given Portugal's growing trade links 
with members of the European Community (EC), which Portugal joined last year. The 
long term prospects for U.S. grain sales, still one of our top exports to Portugal, 
are unfavorable, as the recent removal of the mandatory EC purchase requirement 
provides only temporary relief and competition from third countries is expected to 
increase. Low labor costs, the recent liberalization of investment rules, and EC 
membership make Portugal an increasingly attractive location for U.S. investors. 
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PART A - THE POLITICAL/ECONOMIC CONTEXT 


Political Developments: The Social Democratic Party (PSD) government of Prime 
Minister Anibal Cavaco Silva has governed since November 1985 despite holding only 
88 seats in the 250-member Assembly of the Republic. The Government's relatively 
secure position stems from five factors: (a) favorable economic conditions; (b) 
public weariness with crises and elections; (c) a cooperative attitude by President 
Mario Soares; (d) difficulty in forming any alternative government; and (e) the 
ruling party's own decision to project stability, rather than provoke new 
elections. The three major leftist opposition parties--Communists, Socialists and 
Democratic Renewal Party--can defeat the Government at will, but there is no 
consensus as to what sort of government would follow. Moreover, observers believe 
the electorate will punish any party that provokes a crisis. 


President Soares has had a successful year since being elected in February 1986, 


fulfilling his pledge to be President of all Portuguese and not merely representing 
his Socialist Party. 


Although the Government cannot easily be dislodged, it has not succeeded in getting 
its legislative program through the Assembly. The PSD often has had the support of 
the Center Democrats (CDS), but this still leaves the Government short of a working 
majority. Thus the PSD program, which features steps to reduce the public sector 
and allow employers more leeway to hire or fire workers, has been blocked. The 
three leftist parties refused to approve the Government's annual economic planning 


document, and they have carried out some of their own legislative initiatives over 
the Government's objection. 


In view of this stalemate between the PSD and the three leftist parties, some 
observers expect new elections in late 1987, halfway through the Assembly's four 
year term. The fact that the Assembly will undertake revision of the Constitution 
(possibly eliminating its ban on denationalization of state-owned firms) this fall 
encourages this trend, as some parties believe they could increase their standing 
before the revision process begins. 


The Economic Program: The Government's 1987 objectives are to promote investment 
led economic growth while lowering the inflation rate to eight-nine percent. Low 
import volume and consumption growth targets (6.5 and 3.5 percent respectively) 
were set. Overall credit growth is to be marginally positive in real terms; due to 
a highly positive real increase in public sector credit, negative real private 
credit growth is forecast. Companies are expected to self-finance investment from 
increased profits, stemming from lower interest and import costs and smaller wage 
hikes, or by issuing securities rather than by borrowing. The Government will 
continue its efforts to modernize industry and agriculture, developing and 
implementing projects to use the sizeable amount of EC structural adjustment 
assistance already received and expected in the future. 
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PART B — RECENT ECONOMIC PERFORMANCE AND TRENDS 


Economic Growth: In 1986, the Portuguese economy recorded four percent growth, due 
to strong export and, later in the year, consumption performance. Public 
consumption increased by one percent in real terms while private consumption 
increased by 6.5 percent, much higher than the Government's original forecast. 
Investment, which grew overall by nine percent, was sluggish during the beginning 
of the year because of significant excess capacity and lagging domestic demand but 
picked up during the second half due to several interest rate cuts, introduction of 
tax and financial incentives, and renewed business confidence. Industrial 


production, which was sluggish during the first part of the year, increased due to 
rising consumer demand. 


Projections for 1987 show four percent growth, with investment slated to increase 
by nine percent and private consumption by six percent. While international 
conditions will continue to be helpful, the Government will have to adhere to its 
stated objectives to pursue monetary restraint, limit the extent of wage increases, 
and maintain fiscal discipline to prevent the economy from overheating. 


Balance of Payments: Lower oil and agricultural commodity prices, falling interest 
rates, and dollar depreciation all combined to improve Portugal's balance of 
payments performance further in 1986. The current account surplus is estimated to 
have been $1.35 billion, caused by a reduction in Portugal's chronic investment 
income deficit and significantly higher tourist and remittance earnings, most of 
which come from EC countries. The current account also benefitted from EC 
structural assistance inflows, estimated at $167 million. While Portugal's terms 
of trade improved dramatically, given lower and dollar-denominated prices for its 
principal imports and higher earnings in dollar terms from exports to its major EC 
markets, its real trade balances deteriorated considerably, due to the decline in 
the escudo devaluation rate, EC-connected removal of non-tariff barriers, and 
buoyant import demand. Exports increased by nine percent in volume terms while 
imports increased by 20 percent. These developments' effect was to hold Portugal's 
chronic negative trade balance at a constant level, relative to 1985. 


The Portuguese authorities used the current account surplus to prepay foreign 


debt. Therefore, the capital account, particularly the official side, recorded 
sizeable net outflows. 


Continuing favorable international economic conditions should cause the current 
account to remain in surplus in 1987, although at about half the 1986 level. 
Export volumes are projected to grow by 4.5 percent while import volumes are 
projected to grow by nine percent, due to domestic economic conditions and 
continued dollar weakness. EC assistance levels will probably increase. 


Foreign Debt: Ona stock basis, foreign debt grew by about $130 million to reach 
$16.7 billion at the end of 1986. The increase was entirely due to the impact of 
dollar depreciation on the non-dollar portion of the debt since net debt repayments 
totalled $1.9 billion. Much of the debt repaid was short term; its share of the 
total dropped from over 15 percent to eight percent in 1986. The Portuguese 
authorities also took advantage of lower interest rates and a favorable credit 
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rating to renegotiate much of the medium and long-term debt. Although these 
measures benefited the debt service ratio, it remains about 25 percent. The debt's 
dollar portion continued to drop in 1986, reaching 49 percent by the end of the 
year compared to 59 percent in December 1985. Debt repayments in 1987 will 
continue to exceed new inflows but the magnitude will be lower than in 1986. 


Exchange Rate Policy: The Portuguese Government continued to use exchange rate 
policy as an anti-inflationary tool. The crawling peg devaluation of the escudo in 
relation to a basket of currencies, suspended in November 1985, was restored in 
April at .9 percent monthly, slightly below the former rate. The rate was lowered 
during the year, reaching .6 percent by December. The Finance Ministry has 
announced the 1987 rate will be .5 percent monthly. While this policy has caused a 
slight real appreciation of the escudo and affected Portuguese competitiveness, the 
effect on the trade balance has been more than compensated by the improvement in 
Portugal's terms of trade. 


The Budget: Public finances have continued to be an economic problem area although 
1986 performance benefitted from the aforementioned international developments and 
the introduction of VAT. Parliament adjusted the 1986 budget slightly in June. 
Defense and social security expenditures were increased. The deficit was lowered 
by 14 billion escudos from the projected level of 470 billion escudos (about 11 
percent of GDP) due to already higher than projected VAT and petroleum product tax 
revenues and lower than budgeted interest payment expenditures. These revenue 
hikes and expenditure reductions turned out to be much greater than expected, 


causing the actual 1986 budget deficit to have been about 370 billion escudos 
(about nine percent of GDP). 


The 1987 budget, approved by Parliament in December, was intended to have a neutral 
economic effect, with expenditures and revenues rising hardly at all in real 

terms. Tax receipts are expected to increase because of continued economic growth 
and better enforcement rather than increased rates. The business extraordinary 
profits tax was lowered while the minimum taxable level and the tax bands for 
personal income were increased by 9 percent to adjust for projected inflation. Tax 
incentives were also provided to stimulate private investment and capital market 
development. Interest and personnel expenditures comprise half of total 
expenditures. Investment expenditure will also increase as a result of the 
Government's obligation to provide counterpart funding for EC structural 
assistance. The budgeted deficit of 435 billion escudos is equivalent to nine 
percent of projected GDP. Despite the Government's intention to exercise budget 
discipline, actual performance will largely depend on continued favorable 


international conditions and will be constrained by the budget's small 
discretionary portion. 


Monetary Performance and Domestic Credit: Monetary aggregates in 1986 continued to 
increase substantially above inflation but their growth rate generally declined 
over the year. However, the annual Ml growth rate, which hovered around 30 percent 
during the first half of 1986, increased to 38 percent by December. This trend 
paralleled the increase in real wages and consumption. The decline in the growth 
rate of resident time deposits continued in 1986, due to shifts by savers to 
Treasury bills and other forms of investment. This shift was abetted by the 
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decisions of banks, particularly those with high ratios of time deposits to total 
liabilities, to refuse or limit new deposits because reduced interest rate spreads, 
high reserve requirements and continued credit ceilings made these deposits 
unprofitable. Although this situation was corrected in mid-1986, the decline in 
the resident time deposit growth rate continued, reaching 15 percent by year end 
compared to 21 percent at the end of 1985. This decline, coupled with a decline in 
emigrant time deposits, caused the annual M2+ growth rate (Ml plus resident and 
emigrant time deposits) to decline from 23.4 percent in January to 18.2 percent in 
December. The annual growth rate in overall liquidity ), Which includes Treasury 


(L 
bills, was 23.3 percent in December, compared to 27 percent at the end of 1985. 


In 1987, the government is attempting to hold the overall L increase to 16 
percent. This target may be somewhat optimistic in light of continuing demand for 
savings deposits and Treasury bills and strong consumption rates, resulting from 
significant real wage increases. 


The annual growth rate in total domestic credit was 21.5 percent in 1986 compared 
to 19.3 percent for 1985. Credit to the public administrative sector grew by 30 
percent, compared to 28.4 percent in 1985. Credit to public and private 
enterprises grew by 18.1 percent, compared to 17.4 percent in 1985. Use of credit 
ceilings to determine bank credit levels continued to be the main monetary policy 
instrument in 1986. In 1987, credit policy is projected to become more 
restrictive, with overall credit growth targetted in the 10-12 percent range, a 
slight positive increase in real terms assuming inflation declines to nine 
percent. To accomodate a 24 percent growth in public sector credit, private sector 
credit is forecast to increase only by six percent, a real decline. These targets 
are ambitious, given a projected 18-20 percent increase in private investment and 
continuing high public sector financing requirements. 


Interest rates were reduced twice in 1986. In April, deposit and loan rates were 
both lowered by 1.5 percentage points. Shortly afterwards, a four percent ceiling 
was placed on retail demand deposit interest rates, as a result of competition 
among banks for these deposits that caused their rates to approach time deposit 
rates. In July, deposit and loan rates were both lowered again by three percentage 
points. In early 1987, short and medium term loan rates were lowered by .5 and 1.5 
percentage points respectively while savings rates were lowered by .5 percentage 
points. The interest ceiling on retail demand deposits was also lifted but their 
reserve requirement was increased from 12 to 15 percent. The small magnitude of 
the latest interest rate reductions and the increased demand deposit reserve 
requirements reflected the Government's concern that more expansive policies could 
overstimulate the economy. Despite high real rates, particularly for borrowers, 
the Government is likely to be very cautious about interest rate reductions in the 


foreseable future in order to limit monetary expansion rates and inflationary 
pressures. 


Prices: The consumer price index continued its downward trend through most of 
1986. Inflation averaged 11.7 percent, 7.6 percentage points below the 1985 
average. This performance reflected the favorable impact of external developments 
on import prices, which heavily influence both production costs and the prices of 
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basic consumer items, and on the government budget deficit, since the Government 
only passed on a small portion of the oil price drop to consumers. The Government 
has set an ambitious target of eight-nine percent for 1987. However, rising 
investment and strong consumption levels as well as structural rigidities in the 
economy could make the target difficult to achieve. Prices of many controlled 
goods and services were raised by eight-nine percent in late 1986 to restrain 


consumption growth and the public sector deficit. This increase is intended to be 
the last for twelve months. 


Wages and other Labor Developments: Wage increases averaged 17 percent in 1986, 
which, given the inflation rate, amounted to a five percent real wage hike. 
Although several transport companies, the gas company and the banking sector were 
subject to major strikes, overall strike activity diminished in 1986 compared to 
previous years. According to Labor Ministry data, there were 282 strikes in 1986 
compared to 374 in 1985. 


Last July, a council comprised of government, business, and labor representatives 
agreed that future wage increases would be tied to the expected, rather than the 
prevailing, inflation rate with an additional premium for productivity. 
Negotiations would also take into account special circumstances prevailing in the 
industry or company concerned. According to this formula, most 1987 wage increases 
would fall in the 12.6 - 13.4 percent range. The Government also increased minimum 
salaries for most workers by 12 percent to 25,200 escudos per month. So far, 
public and most private sector wage settlements have been within the guidelines 
with hardly any strike activity. This situation reflects current price 
stabilization and implies a likely real wage increase for the second year in a row. 


The Government attempted last year to make labor markets more flexible, recognizing 
that both overstaffing and unemployment (which dropped to 9.6 percent during the 
second half of 1986) remain major problems. Its take-it-or-leave-it proposal to 
liberalize currently restrictive individual and collective dismissal regulations 
was defeated in Parliament in June. Revision of these laws is widely considered 
important in modernizing Portugal's economy, but the Government has shown no 
disposition to introduce similar legislation in 1987. 


Financial Sector Developments: The liberalization and diversification of the 
financial sector continued in 1986. The first mutual fund established since the 
stock market recommenced operations after the 1974 revolution began operations last 
May. Several more are expected to be established during 1987. 


Both the Lisbon and Oporto stock markets had record growth rates in 1986. Falling 
interest rates, renewed economic confidence, a feeling of political stability and 
government incentives attracted large numbers of both Portuguese and foreign 
(especially American) investors. Growth in stock transactions was particularly 
pronounced over 1985 levels, a trend which continued into early 1987. However, 
much of this activity reflected huge turnover resulting from excess demand for 
stocks relative to a limited supply, despite the record number of new issues 
launched in 1986. To curb excessive speculative activity and to improve the 
quality of shares offered, the government withdrew in January 1987 the incentives 
for stock purchases and tightened those for issues. 
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Innovations in the banking sector are continuing. A forward foreign exchange 
market for goods, services, and short-term capital transactions began operations in 
February. Despite its limited scale operations to date, it offers strong growth 
potential. Certificates of deposit are expected to be introduced shortly with 
market determined interest rates, to provide another vehicle for savings deposits. 


PART C — IMPLICATIONS FOR THE UNITED STATES 


U.S. Should Improve Market Share in 1987: Although last year's rapid growth in 
overall Portuguese imports is expected to slow, U.S. exporters should do better in 
1987 than in 1986. The weak dollar has stimulated renewed interest in the U.S. as 
a source both of agricultural and non-agricultural goods. The United States is 
more competitive now than during the past several years. Recent figures project 
total Portuguese imports to rise eight to nine percent in 1987 both in volume and 
dollar value, to some $9.6 billion. Last year total imports increased 24 percent 
in dollars and 20 percent in volume, spurred by rising consumer demand, a sharp 
rise in oil imports and the lifting of tariff barriers vis a vis Spain. The 
outlook for U.S. manufactured exports is brightest on the high tech side, 
particularly computers and peripherals, medical equipment and capital goods for 
plant modernization. 


1986 Trade Performance: In 1986, Portugal's major markets were France, West 
Germany, and the U.K. while its major suppliers were West Germany, Spain, and 


France. Overall, EC countries accounted for about 67 percent of exports and almost 
60 percent of imports in 1986, compared to 60 percent and 38 percent respectively 
in 1985. The growth in Portugal's trade with the EC is due to several factors. 
First, trade with Spain, which joined the EC with Portugal, is now included in the 
EC total. This trade increased dramatically because of sharp, mutual tariff and 
non-tariff liberalization, though the chronic imbalance in Spain's favor 
persisted. Portuguese exports to the other EC countries increased due to the 
escudo's continued devaluation against their currencies while Portuguese imports 
from these countries rose due to strong demand for traditional EC consumer goods 
and light machinery exports. Textiles, cork, paper and pulp, machinery, wine and 
food products, chemicals, and footwear are Portugal's imain exports while oil, 
foodstuffs, machinery, and chemical products are the leading imports. 


Although its value stayed constant, total Portuguese trade with the United States 
declined as a percentage of the total. Leading Portuguese exports to the United 
States were injection molds for the plastics industry, footwear, cork products, 
wine and food products and textiles and clothing. On the import side, the United 
States dropped from third to sixth largest supplier to Portugal. U.S. exporters of 
non-agricultural products increased about seven percent in dollars. Total U.S. 
exports to Portugal were about $600 million, compared to $700 million in 1985. 
Leading U.S. non-agricultural exports were coal, computer parts, aircraft parts, 
electronic components, antibiotics, communications equipment, computers and 
peripherals and specialty chemicals. Principal agricultural exports were soybeans, 
corn, wheat, corn gluten feed, cattle hides and grain sorghum. 
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Outlook for Non-Agricultural U.S. Exports in 1987: 1987 should be a better year 
for U.S. exporters than 1986. The continued fall of the U.S. dollar has fueled 


renewed interest in the United States as a supply source. The dollar is down 
almost eight percent against the escudo compared to a year ago, while major EC 
currencies have appreciated during the same period. 


Relatively lower U.S. prices will help us not only with such items as specialty 
chemicals and other intermediate goods, but also industrial machinery and 
sophisticated equipment. Demand for computer and peripherals, software 
telecommunications equipment, security equipment, automobile parts and medical 
equipment should be strong as Portuguese companies gear up for EC competition. The 
increase in construction projects should cause sales of U.S. construction equipment 
to rebound. 


Coal remains the leading U.S. non-agricultural export to Portugal and imports 
should exceed two million tons per year as the national electricity company, EDP, 
brings on stream the third 300 megawatt generating unit at its first large coal 
fired power plant at Sines. Construction of a second 1200 megawatt unit is 
beginning at Abrantes on the Tagus River and a third plant is expected to be 
completed in the north of Portugal by the turn of the century. The U.S. now 
supplies the majority of coal consumed, but competition from other producers is 
beginning. 


The telecommunications sector offers U.S. exporters some very interesting 
opportunities. The Portuguese Government air navigation authority, ANA, the state 
owned telephone company, CTT/TLP, and the Portuguese Armed Forces are modernizing 
or introducing a variety of communications systems including air traffic control, 
main telephone exchanges and rural and mobile telephones. In addition, the 
Government plans to open up television for the first time to the private sector, 
authorizing one or perhaps two private channels. Cable television is also expected 
to be authorized. There are opportunities here both for investors and exporters. 

A prerequisite for pursuing this business is a good representative in Portugal. 


The Government is moving ahead with its plans to establish a copper smelter at 
Sines, not far from the Neves Corvo copper mine now being developed. 


U.S. firms should remember that doing business effectively in Portugal requires 
personal contact. A trip to Portugal to meet clients, establish a representative 
and/or follow up on sales leads is essential. Our strongest competitors are right 
next door and visit regularly. If we are to take advantage of the cheaper dollar, 
U.S. exporters will have to market more aggressively. 


Outlook for Agricultural Exports: The value of U.S. agricultural exports to 
Portugal continued to decline in 1986, dropping to $293.3 million, or 31 percent 
below the 1985 level. The U.S. share of the import market which had peaked at 
nearly half of the total in 1984, and was about 36 percent in 1985, dropped to an 
estimated 22 percent in 1986. The loss of sales, particularly of grain, was due to 
relatively good domestic crops, balance of payments improvement that allowed 
Portugal to cease using U.S. export credit, and increased price and quality 
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competition from other exporters, including the EC. EC competition, however, was 
not as strong as had been anticipated prior to accession, as Portugal was able to 


prevent manipulation of the import levy system in favor of the higher priced EC 
grain. 


The outlook for 1987 and beyond indicates that U.S. agricultural exporters will 
face tough price and quality competition from other suppliers in the Portuguese 
market. The recent elimination of the mandatory EC purchase requirement will only 
provide short-term relief because after 1990, Portugal is to participate fully in 
the EC's grain import policy, the effect of which is expected to drastically reduce 
U.S. grain exports. Oilseed export prospects will depend considerably on EC policy 
decisions. U.S. exporters of commodities not affected by EC accession (e.g. 
cotton) will continue to find good Portuguese markets for their products. 


Foreign Investment: Portugal's political stability, low wage rates, adapatable 
labor force, EC membership, geographical location, and particularly last August's 
liberalization of the foreign investment regulations should encourage foreign 
investment. The liberalization's major effect was to streamline the approval 
process. Investment proposals from EC countries, and in practice those from other 
countries, are generally approved on a pro-forma basis by the Foreign Investment 
Institute. In addition, several incentives applicable to both domestic and 
foreign investors were established during 1986. One allows investors to receive 
tax writeoffs for a portion of the investment cost and for reinvested profits. 
Other incentives are to encourage regional development and job creation, efficient 
energy use, and R&D investment. 


New foreign investment totalled approximately $170 million in 1986, only 68 percent 
of the 1985 amount. This decline occurred because the 1985 amount was abnormally 
high due to the establishment of five foreign bank branches and several large 
industrial projects. The U.K. was the largest foreign investment source in 1986 
with 22 percent of the total followed by Switzerland, West Germany, Spain and the 
United States. American investment totalled $13 million, slightly over a third of 
the 1985 amount and only eight percent of total 1986 foreign investment inflows. 
Overall, EC countries accounted for nearly 70 percent of these inflows. The major 
recipients of foreign investment were the hotel, wholesale trade, and chemical 


sectors. The total stock of J.S. investment in Portugal was estimated at about 
$575 million at the end of 1986. 
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